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India - Communist China : ClJe hru t s demotion of 
Krishna Menon from defense minister to minister of 
defense production is the result of persistent pres- 
sure from his government and party7j 

^Nehru takes over the ministry himself today. 

He fed unofficially taken charge of the defense effort 
last week7| 

fNehru had conceded that his government’s defense 
preparedness left much to be desired, but was re- 
luctant to take any action which would be interpreted 
--especially abroad- -as signaling a break with past 
Indian policies and attitudes. He gave in when faced 
with both an emergency and opposition to Menon from 
President Radhakrishnan, virtually the entire cabinet, 
and the majority of the Congress parliamentary partyTJ 

jMenon’s prospects for attaining effective political 
power in India- -never very bright- -now seem virtu- 
ally extinguished. In his new capacity Menon is likely 
to have little part in major policy decisions. He will 
probably continue to exert considerable private in- 
fluence with the prime minister, however, especially 
in foreign affair sTJ 

[Along the border, Indian forces defending the 
straRfgic pass at Se La have now been brought to di- 
vision stren gth^] 

S^The town of Walong, at the eastern end of the 
border, was reportedly lost by the Indians on Monday 
night. New Delhi may be seeking to r ecapture the 
town before its loss becomes known7l\~ 
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Germany: j"East Germany may soon make several 
political concessions on West Berlin in return for eco- 
no mic concessions offered by BonnT\ 


25X1 


the East German concessions would 
include allowing West Berliners access to East Berlin 
on the same terms as other West Germans, permit- 
ting reunification of families presently separated in 
the two sectors, authorizing shipments of medicines 
to East Germans, and an amnesty for students con- 
victed of abetting the escape of refug ees^ 

jOn its side, Bonn has offered to increase to 
$62.5 million the present $50 million interzonal trade 
M swing"--the indebtedness East Germany can run up 
without providing matching exports for its imports^ 


agreement on the size of 
the increase m tne swing balances had not yet been 
reached, but that the East Germans apparently are 
anxious to come to terms, probably bec ause of poor 

economic c onditions in the Soviet Zone. ^ 

| the East Germans have alread y begun 
shoppingTor more West German 
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